Annual Report of the Commissioner of Banks for the Year Ending December 31, 1981: Relating to Licensees Engaged in the Business of Making Regulated Small Loans by Massachusetts. Division of Banks and of Loan Agencies.
Public Document No. 95
I
THE COMMONWEALTH OF MASSACHUSETTS
DIVISION OF BANKS AND LOAN AGENCIES
(SEAL)
GOVERNMENT DOCUMENTS
EDWARD J. KINO COLLECTION
JUL 25 1985Governor '^^^
University of Massachusetts
Depository Copy
ANNUAL REPORT
OF THE
COMMISSIONER OF BAInIKS
FOR THE
YEAR ENDING DECEMBER 31, 19,81
RELATING TO
LICENSEES ENGAGED IN THE BUSINESS'
OF MAKING REGULATED SMALL LOANS

1Imall

P.D. 95
THE COMMONVJEALTH OF MASSACHUSETTS
OFFICE OF THE COMMISSIONER OF BANKS
Leverett Saltonstall Building, Government Center
100 Cambridge Street, Boston
August 1 , 1982
TO THE HONORABLE SENATE AND
HOUSE OF REPRESENTATIVES OF
THE COMMONWEALTH OF
MASSACHUSETTS:
I have the honor of submitting to you
herewith the Annual Report of the Com-
missioner of Banks relating to Licensed Small
Loan Lenders, pursuant to the provisions of
General Laws, Chapter 140, Section 98.
The financial statements and
miscellaneous data incorporated herein
pertaining to Licensed Small Loan Lenders are
for the year ended December 31, 1981.
Respectfully,
GEPALD T. MULLIGAN
Comciissioner of Banks
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General Laws, Chapter 140, Section 98, requires that "The
Commissioner shall make an annual report and shall forward therewith a copy j
of such returns or so much thereof as he may deem necessary". If
The figures contained herein were compiled, as usual, by the
process of adding together the individual reports filed by each licensee. |
These reports are executed on a form and in a manner prescribed by the |
Commissioner. The department vouches for the process of addition, the
process by which the additions were arrived at following their filing -- as
the industry guarantees their accuracy and reliability as they were
inserted in the individual reports. In some cases, as always, the reports
were adjusted when not executed in accordance with instructions. In all
such cases the licensee was notified and acknowledged the changes.
As of December 31, 1981, there were one hundred and twenty-one
small loan licenses outstanding.
During the calendar year, 1981, 48,904 regulated loans of
$6,000.00 or less amounting to $72,847,831.56, which is less unearned
discounts, were made. These figures represent an decrease of 15,833 in
the number of loans made and an decrease of $14,724,300.14 in the net
amount of loans made during the previous twelve months period.
The average net loan made for the period was $1,489.61 compared to
$1,352.75 for the calendar year 1980.
On December 31, 1981, there were 105,636 regulated loans of
$6,000.00 or less outstanding with a face value of $118,323,844.85 which
includes unearned discounts amounting to $29,161,516.62. These figures
represent a decrease of 20,760 in the number and a decrease of
$17,864,091.33 in the amount of net loans outstanding since the beginning
of the calendar year.
The discrepancy between the number and amount of net loan balances
outstanding at the beginning of the period as shown in Exhibit C of this
report and the number and amount of net loan balances outstanding at the
end of the period as shown in Exhibit C of the previous report is due to
sales of assets or non-renewal of licenses of 28 licensees. Annual reports
for these 28 companies were used in the compilation of the previous report
but reports were not filed for the calendar year, 1981.
It is the opinion of this department that the net loan balances
outstanding at the beginning of the period must be considered to truly
reflect the total activity of the loan industry in the Commonwealth for the
calendar year, 1981.
The average net loan outstanding on December 31, 1981 was
$1,120.11 as compared with $1,077.47 on December 31, 1980.
Total regulated loans of $6,000 or less- charged off for the period
amounted to $5,294,810.93.
Operating income for the period totaled $26,252,835.31 of which
$530,733.95 represents recoveries on loans previously charged off and
$453,049.87 represents other income. Operating expenses aggregating
$11,890,583.59 includes $3,095,615.14 of home office expenses; charge-offs
on bad debts amounting to $2,397,307.48 and an addition of .$2 ,610 ,303 . 55 to
the valuation reserve for bad debts combine to make a total expense of
$16,898,194.62 which deducted from operating income, leaves a balance of
$9,359,640.69 representing income before deduction of interest paid on
borrowed funds and federal income taxes. A net loss of $5,803,879.24
remains after deducting interest paid on borrowed funds amounting to
$15,035,970.29 and federal income taxes amounting to $122,549.64.
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As of December 31, 1981, the book assets amounted to
$116,681,619.32. The cash on hand and in banks amounted to $363,556.28
which includes $15,000.00 in compensating balances. Home office assets
allocated to Massachusetts licensees consist of cash of $1,311,718.59 and
other assets of $3,165,339.99 making a total of $4,477,058.58.
Compensating balances included in the allocation amount to $461,254.11
which when totaled will produce compensating balances of $476,254.11.
Total assets as shown in Exhibit A less compensating balances produce
assets of $120 ,6S7 ,423.7Q
.
This department does not consider compensating balances to be
assets. They are used here as a deduction of the liability.
The figures included in the following schedules are compiled from
annual reports to the Commissioner of Banks as represented by all licensed
lenders
.
All common asset and expense accounts are allocated on a formula
established by this department.
The maximum interest charge permitted on loans of $6,000 or less
for licensed lenders is 23 percent per annum on the unpaid balances of the
amount financed according to the actuarial method plus an administrative
fee of $20 upon the granting of a loan.
An administrative fee is not permitted to be assessed to a
borrower more than once during any twelve month period.
The rule of 78ths refunding method may be used on terms of 54
months or less and the actuarial method must be used for terms in excess of
54 months.
Such maximum interest charge shall not exceed 67. per annum after
the termination of one year after maturity.
The maximum interest charge permitted on loans of $6,000 or less
for unlicensed lenders is one percent per month on the unpaid principal
balance which must include all fees and expenses of every name, nature and
description
.
However, the maximum interest charge permitted on loans of more
than $1,500.00, secured wholly or partially by a mortgage on real
estate, other than a first mortgage, having an assessed value of not over
forty thousand dollars and having thereon "a dwelling house with
accommodations for six or less separate households and occupied in whole or
in part at the time of the loan is made as a home by the obligor on the
mortgage debt or by any person granting or releasing any interest under
said mortgage, is an amount equivalent to one and one half percent per
month computed on the unpaid balance including all fees and expenses of
every name, nature and description except actual recording and reasonable
attorney' s fees
.
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THE COMMONWEALTH OF MASSACHUSETTS
ANNUAL REPORT TO THE COMMISSIONER OF BANKS
FOR THE YFJ^R ENDED DECEMBER 31, 1981
(General Laws, Chapter 140, Section 98)
deporting Agencies Licensed Agencies
1.21 121
EXHIBIT A
COMPOSITE STATEMENT OF ASSETS
AS OF DECEMBER 31, 1981
(Loan Business of $6,000 or Less)
ASSETS
Loan Receivables:
(a) Gross Receivables $147,485,361.47
(b) Less: Unearned Discounts (29 ,1 6 1 ,516 .62)
(c) Total Net Loans Receivable ' 118 ,3"^;^ ,S54 .85
(d) Less: Reserve for Bad Debts ( 3,7 97 ,023.38 )
(e) Adjusted Net Receivables S114 ^,S~26 ,821 .47
Cash on Hand and In Banks.......... 363,556.28
Real Estate (Less Allowance for
Depreciation - Buildings 150,695.54
Furniture, Fixtures and Equipment
(Less Allowance for Depreciation) 510,609.47
Deferred Charges or Prepaid Expenses 3''!5,479.52
Other Assets:
(a) Organization and Development Expense $ 114.24
(b) Cost of Financing 75.00
(c) Investments..... 259,020.13
(d) Miscellaneous Notes and Accounts
Receivable. 57,400.78
(e) Miscellaneous 467,846.89 784 ,457 .04
Total Massachusetts Office Assets = .................... . !^116
^
68 1 ,619.32
Home Office Assets Allocated to Massachusetts
Licensees 4, 477 ,058.58
Total Assets $121 ,158,677.90
Compensating Balances Included in Cash................. $ 15,000.00
Compensating Balances Included in Home Office
Assets Allocated to Massachusetts Licensees.......... 461 254.11
Total Compensating Balances Included in Assets......... $ ^'76 254.11
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EXHIBIT B
I
COMPOSITE STATEMENT OF INCOME AND EXPENSES
FOR THE PERIOD FROM
JANUARY 1, 1981 TO DECEMBER 31, 1981
(Loan Business of $6,000 or Less)
I
INCOME
Charges Collected and/or Earned $23,307,423.89
Administrative Fees 902,032.06
Delinquency Charges Collected 1,059,595.54
Collection on Accounts Previously
Charged Off 530,733.95
Other Income:
(a) Gain on Sales of Assets
(b) Income from Investments
(c) Miscellaneous $ 453 ,049.87
Total Operating Income $26,252,835.31
EXPENSES
Advertising $ 313,932.17
Auditing 18,880.25
Bad Debts:
(a) Charge-Offs $2,397,307.48
(b) Additions to Reserve for Bad
Debts ' 2,610,303.55 5,007,611.03
Depreciation of Furniture, Fixtures
and Equipment 189,219.73
Recording and Acknowledging Fees 64,727.17
Insurance and Fidelity Bonds 40,012.56
Legal Fees and Disbursements. 316,012.91
Postage and Express 262,263.88
Printing, Stationery and Supplies 110,436.34
Rent 715,919.84
Salaries 4,570,711.95
Supervision and Administration
(when not allocated to other items). 70,884.36
Taxes (Excluding Federal Taxes on Income)
(a) State Income $ 21,831.99
(b) License Fees 33,000.00
(c) All Other Taxes 244,360.90 299,192.89
Telephone and Telegraph 580,124.68
Travel 134
,
307 . 29
Other Expenses $ 1,108,342.43
Total Massachusetts Office Expenses $13,802,579.48
Total Home Office Expenses 3,095,615.14
Interest Paid On Borrowed Funds 15 ,035 ,970.29
Total Expenses Before Federal Income Taxes $31 ,934.164 .91
Income Before Federal Income Taxes $(5 ,681 ,329.60 )
Federal Income Taxes $ 122,549.64
Total Expenses $32,056,714.55
Net Income (Loss) $(5,803,879.24 )
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EXHIBIT C
ANALYSIS OF LOANS BY SIZE
(Loan Business of $6,000 or Less)
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EXHIBIT E
ANALYSIS OF LOANS MADE FOR LAST FIVE YEARS
Loan Business of .^3,000 or Less or $6,000 or Less
Year Number Amount
1977 116,745 S145 ,926,487 . 57
1978 117,362 148,110,512.11
1979 107,835 135,453.323.88
1980 64,737 87,572,131.70
1981 51,014 72,847,831.56
EXHIBIT F
LEGAL ACTION
(Loan Business of $6,000 or Less)
NOTE: A borrower's account may appear under any one or all
classifications below
Suits for recovery:
(a) Pending at Close of Previous Period..
(b) Instituted During Period
(c) Total
(d) Judgment Secured During Period
(e) Settled Before Judgment During Period
( f
)
Total
(g) Total Pending at Close of Current Period
(Total (c) less Total (f)
)
Wage Assignments at Close of Current Period
Possession of Chattels Obtained by Licensees
(a) By Legal Process or Contract Right:
(1) Household Goods
(2) Automobiles 37 $ 71,865.71
(3) Other Chattels and Property 2 $ 6,963.13
(b) By Voluntary Surrender:
(1) Household Goods 1 $ 823.80
(2) Automobiles 37 $ 59,870.85
(3) Other Chattels and Property 3 $ 2,711.66
Sales of Chattels by Licensees:
(a) With Borrower's Consent
(1
)
Number 39
(2) Amount Due $ 110,321.93
(3) Amount Collected $ 37,327.97
(b) Without Borrower's
(1 Number 29
(2) Amount Due $ 61,055.69
(3) Amount Collected $ 35,690.00
Number
of Accounts
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EXHIBIT G
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION,
AS OF DECEMBER 31, 1981
(Total Loan and Finance Business)
ASSETS
Loan Receivables:
(a) Gross Receivables $311,966,839.28
(b) Less: Unearned Discounts (33 ,427,060.93 )
(c) Total Net Loans Receivable 278,539,798.35
(d) Less: Reserve for Bad Debts (6,283 ,116 .55 )
(e) Adjusted Net Receivables §272,256,661.80
Cash on Hand and In Banks 1,005,208.27
Real Estate (Less Allowance for
Depreciation - Building) 286,886.09
Furniture , Fixtures and Equipment
(Less Allowance for Depreciation) 851,472.95
Deferred Charges or Prepaid Expenses... 790,189.08
Other Assets:
(a) Organization or Development Expenses 160.00
(b) Cost of Financing 500.00
(c) Investments $ 413,099.41
(d) Miscellaneous Notes and Accounts
Receivables 442,759.42
(e) Miscellaneous 944,752.47 $ 1,801,271.30
Total Massachusetts Office Assets.... $276 ,991 ,689 .49
Home Office Assets Allocated to Massachusetts
Massachusetts Licensees $ 7,905,831.88
Total Assets $284,897 ,521 .37
LIABILITIES AND CAPITAL
Accounts and Notes Payable:
(a) Banks $ 908,748.16
(b) Due to Parent Company or Affiliate 108,748,475.81
(c) Other Short Term Notes and Account 4,196,526.65 $185,853,750.62
Bonds
:
Long Term Notes 363,331.92
Investment Certificates..... 1,469,932.00
Other Liabilities:
(a) Accrued Expenses $ 918,700.93
(b) Other Expense Reserves. 2,550,160.26 3,468,861.19
Net \Jorth (If Individual or Partnership) - -
Capital Stock (If Corporation)
(a) Preferred....... $ 181,238.00
(b) Common 2,191 ,582.41 2,372,820.41
Paid in Surplus 16,928,490.73
Appropriate Surplus or Capital Reserves 644,314.00
Retained Earnings. ( 3,347,582.00)
Branch Office Capital ... 69,237 ,770.62
Total Liabilities and Capital $276,991 ,689.49
Compensating Balances Included in Cash ...............
.
$ 40,000.00
Compensating Balances Included in Home Office
Assets Allocated to Massachusetts Licensee.... $ 871 ,999 .48
Total Compensating Balances Included in Assets $ 911 ,999.48
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P.O. 9S
CONSOLIDATED STATEMENT OF INCOME AND EXPENSES
FOR THE PERIOD FROM
JANUARY 1, 1981 TO DECEMBER 31, 1981
(Total Loans and Finance Business)
INCOME
Charges Collected and/or Earned 49,483,926.83
Administrative Fees s» 902,932.06
Delinquency Charges Collected 1,245,763.44
Collection on Accounts Previously
Charged Off 742,207.08
Other Income:
(a) Gain on Sales of Assets 11,879.00
(b) Income from Investments 51,875.56
(c) Miscellaneous $ 1,478,290.03
Total Operating Income $53,915,974.00
EXPENSES
Advertising $ 497,607.48
Auditing 45,625.00
ccd Debts I
(a) Charge Offs $3,478,639.77
(b) Additions to Reserve for Bad
Debts 3,727,995.90 7,206,635.67
Depreciation of Furniture, Fixtures
and Equipment 309,123.85
Recording and Acknowledging Fees 130,875.99
Insurance and Fidelity Bonds 73,955.11
Legal Fees and Disbursements 583,544.91
Postage and Express 437,143.07
Printing, Stationery and Supplies 196,325.62
Rent 1 , 2 53 , 759 . 35
Salaries 7,917,052.75
Supervision and Administration
(when not allocated to other items). 289,706.47
Taxes (Excluding Federal Taxes on Income)
(a) State Income $ 63,793.03
(b) License Fees 55,653.74
(c) All Other Taxes 400,530.31 519,977.08
Telephone and Telegraph 996,347.19
Travel 221,437.86
Other Expenses $ 2,048,872.83
Total Massachusetts Office Expenses $22,727,990.23
Total Home Office Expenses 5,325,143.40
Interest Paid on Borrowed Funds 32,187,184.82
Total Expenses Before Federal Income Taxes
Income Before Federal Income Taxes
Federal Income Taxes
Total Expenses
Net Income (Loss)
$60,240
